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BN o " [ _:V_f;'OA.IH"oR,AFFIRMATipNE

“1, KIRK VAN ALSTYNE o . © -, swear (or affrm) that to the best of -
‘my knowledge and bellef the accompanymg ﬁnancral statement and supportmg schedules pertalnmg to the firm of

'EVOLUTION CAPITAL ADVISORS, e - -t : o e

s

' of DECEMBER 31 . o S 20 18 , are true and correct I further swear (or afﬁrm) that -

nelther the company nor any partner, proprletor, prmcrpal ofﬁcer or d1rector has any proprletary 1nterest m any account
class1ﬁed solely as that of -a customer except as follows

> 2

* Signature .

? Wi?f

etk
'. ,Thls report ** contalns (check all appllcable boxes)
‘ (a) Facmg Page..
:] (b) Statement of F inancial Condltron : : : o
:] () Statement of Income (Loss) or; if there is other comprehenswe income in the perrod(s) presented a Statement :
' - of Comprehenswe Income (as defined in §210.1-02 of Regulatlon S X) ‘ "
(d) ‘Statement of Changes in Fmancral Condition. :
(e) Statement of Changes in Stockholders’ Equity or Partniers’ .or. Sole Proprletors Capltal
:] ® Statement of Changes in Llabrlltles Subordlnated to Clalms of Credltors

(g) Computatlon of Net Capltal

-'(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. , L ‘

' D (]) A Reconcrllatro%mcludmg appropriate explanation of the Computation of Net Capital Under Rule 1503 l and the E

' " Computation for Determination of the Reserve Requlrements Under Exhibit A of Rule 15¢3-3. :

’ D (k) A Reconc111atron between the audrted and unaudlted Statements of Fmancral Condltlon w1th respect to methods of v

consolldatlon

(1) An Oath ‘'or Affirmation. - ’
- (m) A copy of the’ SIPC Supplemental Report : : _
| (n) A report descrrbmg any materral 1nadequac1es found to exrst or found to have ex1sted smce the date of the prev1ous audit. .

v**F or condttzons of confzdenttal treatment of certazn portzons of thzs f lxng, see sectzon 240 1 7a 5 (e)(3)



SMITH BUNDAY BERMAN BRITTON P. s

- Opmlon on the Fmanclal Statement

CERTIFIED PUBLIC ACCOUNTANTS

. REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM * .

g 'v ?'To the Members L o '
e of Evolutron Cap1ta1 Adv1sors L L C

We have audlted the accompanymg statement of ﬁnancml condrtron of "Evolution Capltal Adv1sors L L.C. as of -
December 31 2018; and the related notes’ (collectlvely referred to-as the “financial statement”). In our opinion, the

o statement of ﬁnancral condition presents fairly, in all materlal respects, the financial position of Evolution Capital o
. Advisors L.L.C. as of December 31 2018 in conformrty w1th accountmg prmcrples generally accepted in the Umted S
States of America.: . : _ _— o s

- Basis: for Opmlon

This ﬁnancral statement is the respons1b111ty of Evolutlon Caprtal Adv1sors L.L. C.’s management Our respons1b111ty e
. istoexpressan opinion on Evolution Capital Adv1sors I.,L.C.’s financial statement based on our audit. We ate-a pubhc- o
~ accounting firm registered with the Public Company Accountmg Oversight Board (United States) (PCAOB) and are’. '
. required to be independent with respect to Evolution Capital Advisors. L.L.C. in accordance with the U.S. federal - -
-secuntles laws and the applicable rules and regulatlons of the Securmes and Exchange Commlssron and the PCAOB. - -

’ -'iWe conducted our; audlt in accordance with the standards of the PCAOB, Those. standards require that we plan-and - '

perform the audit to obtain reasonable assurance about whether the financial statement is. free of material misstatement,

_. whether due to error or fraud. Our audit mcluded performing procedures.to assess the risks of material misstatement -
* ofthe financial statement, whether due to error or fraud, and performing procedures that respond to those risks. Such

procedures- 1ncluded -examining, on atest basis, evidence regarding the amounts and disclosures in the financial -

_statements.. Our -audit also included evaluating. the accounting principles used -and significant estimates.imade by - :
- management, as well as evaluating the overall presentatron of- the ﬁnanc1a1 statements We believe that our audit’ - ‘
: vprov1des a reasonable bas1s for our oplmon ‘ - : : S

We have served as Evolunon Cap1ta1 Adv1sors LL. C s audrtor since 2006
o Bellevue Washmgton : :
. February 12, 2019

-1 808 Northup Way, Suiite 240 . Bellevue, Washmgton 98005-19595 :
Phone (425) 827-8255 o Fax (425) 897~0641 o WWW. sbbb com



EVOLUTION CAPITAL ADVISORS L.L.C.
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2018

; ASS'ETS o

“'Recelvable from customers, net IR 0
‘Escrow Receivable . AR 0

_,Prepaldexpenses L . D 1,802
. Investments -~ . . 533,273
:_.'*"Equ_lp_me_nt‘,net':', " S T |

O Totalassets . . __$622,723° .

. LIABILITIES - o
- Accountspayable e §3.830

- MEMBERS'EQUITY - . __ 618803

N * Total liébiliti§S‘and riiéihb'efs"equity S 1 $622,723. , s

 The accompanying notes "arel.‘a‘n integral part of these financial statements. e
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 EVOLUTION CAPITAL ADVISORS L.L.C.

. "NOTES TO FINANCIAL STATEMENTS

o NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

- A__Evolutron Capltal Advrsors LL. C (the Company or Evolut1on) was formed on September 14 o
2005 (date-of inception) for the pnnc1pal purpose of providing investment banking advisory =

services targeted at serv1ng entrepreneurlal stage technology firms in the western U.S. and Canada. S

" Evolution’ prov1des corporate finance services 1nc1ud1ng setving as a placement agent for issuers.. -

_ ,seeklng early institutional capital ﬁnancmg and as:an advisor on sell-side mergers and acquisition -

T exploratlon “The Company is a reglstered broker-dealer and a. member of the F1nanc1al Industry.- o
: Regulatory Authonty (FINRA) ' : o

| ‘The Company began planned prlnc1pal operatlons durmg 2006 prov1d1ng serv1ces to customers. S
) throughout the greater Northwest The Company operates from 1ts ofﬁce in Seattle Washmgton E

o \A summary of the s1gmﬁcant accountmg pohc1es apphed in the preparatron of the accompanymg S | . |
,ﬁnanc1a1 statements follows A R e

L _ Bas1s of Presentatlon

_vThe Company ] ﬁnanc1a1 statements have been prepared in conformlty w1th accountmg pnnc1ples N
generally accepted in the Un1ted States of Amenca (GAAP) : SR ’

e Cash and Cash Equlvalents =

" The Company consrders all hrghly l1qu1d 1nvestrnents W1th an ongmal matunty of three months or '

less to be cash equrvalents

E T‘Revenue from Contracts w1th Customers

The Company adopted ASU 2014 09 “Revenue from Contracts w1th Customers onl anuary 1,

~ 2018." The Company has elected the modified. retrospective method which did not result.in a- .

S cumulat1ve effect adJustment at the date of adoption. The implementation of this new standard had -~ -
o ,no matenal 1mpact on the Company s ﬁnancral statements for the year. ended December 31 201 8 o

- Revenue Recogmtlon - o : : =

The Company reco gn1zes revenue when (or as) serv1ces (perforrnance ob11gat1ons) are transferred
‘to customers, Revenue. is recogmzed based on the amount of ‘consideration that management .

'expects to receive in. exchange for these services in accordance with the terms of the contract with.- -

the customer A performance obl1gat10n may be satlsﬁed over t1me or at a pomt 1n time.

: ; The Company s adv1sory revenue 1s composed of consultlng fees and success’ fees Consultlng:'-,-
E (retainer) fees constitute a bundle of strategic consultative services provided to customers over the
_ ‘engagement perlod The spec1ﬁc mix of consultatlve serv1ces ut1hzed (as well as related pncmg)

4 -



- NOTE 1 - contlnued

- may vary monthly based on customer requrrements and contract duration is not ﬁxed but rather- .

. based on on-going customer needs. Consulting fees. are recogmzed monthly over the duration of -~
" the service period as the customer receives the- benefit of the : services and based onthe terms of
- the contract. Advance payments are deferred until earned. 'The Company’s performance -

obligations are to provide the financial and strategic consultative advice needed by customers

- throughout the engagement. Success fees are transaction: related fees earned from completing a :
. private placement or mergers and acquisition deal. Success fees represent a variable consideration - _
_that varies based on the size of the transaction. The ‘Company's performance - ob11gat1on fora -

success fee is sat1sﬁed at a point in time upon the closmg of a'strategic transaction. As such, success

h .'- fees are recogmzed wheil the transaction is completed; and the fees have a final determmat1on are -
~ not subject to revenue reversal and collectab111ty is reasonably assured Contracts may require that
-~ astrategic transaction closed after the éngagement period is also subJect to success fees Such “tail

penods” are typ1cally for twelve months after the engagement penod

. .‘On occas1on the Company may receive a port1on ofits success fees for ﬁnancmg transact1ons in

. the form of equ1ty securities (warrants).of its clients (subsequently noted as “1nvestments”) These -
. non- cash success fees are 1n1t1a11y recorded at the fair value of the securities recéived in-exchange
- for services on the transaction closing date, and related to the ﬁnancmg round. o which the
. Company prov1ded adv1sory services. Such nop- cash success fee revenues were rece1ved in 201 8

o .Subsequently, these 1nvestments are marked to-market each year and any increases (or decreases)- L

. in value, whether reahzed or unrealized, are reco gnized as investment gains (or losses) in the. year - ..

it occurs. See Note 1 - “Investments” below. On rare occasions, former clients may choose topay .-~

,_d1v1dends on the equ1ty secuntles held by the Company The Company rece1ved no such d1v1dend :
, payments in 2018 : .

. 'Accounts Recelvable

' 'Rece1vables from contracts w1th customers are recogmzed in Accounts Recervable on the balance |

~ sheet when the underlylng performance obligations have been satisfied and the Company has the

- right per the centract to bill: the customer. The begmmng and end1ng balances for. Accounts
,Recelvable in calendar year 2018 were $0 o :

-

Credlt is extended on evaluatron of a customer s financial condition and generally, collateral is-
“not requlred - Accounts rece1vable are due within 30 days. of invoicing and are stated at amounts

due from customers net of an allowance for doubtful accounts. Accounts. outstandmg longer than

- the contractual payment terms are considered past due. The Company determines its allowance
by cons1der1ng a number of factors, including the length of time trade accounts: receivable are past

due, the Company’s prev1ous Ioss history, the customer’s current ability to pay its obl1gat1on to

- the Company, -and the condition of ‘the- general economy and the industry. as a-whole. The

Company writes-off accounts ‘receivable when. they become uncollectible, and payments

‘subsequently received on such receivables are credited to bad debt expense.. The Company
~ generally does not accrue interest on past due receivables. . As of December 31, 2018, the
. Company’s-investinent ‘in rece1vables over 90 days past due totaled $0 and its allowance for o
, _ydoubtful accounts totaled $O ' S



- NOTE1 -.;'con't_inued':“ )
. . . _Investments Y
E - None of the Company s mvestments are readlly marketable at December 31, 201 8.

: ‘The Company s 1nvestments (warrants/stock) are 1n smaller less estabhshed pnvate compames _
"whlch 1nvolves greater risk than that generally assocrated with investments in more estabhshed
companies. Less established- companies tend to have a lower capltahzatron and fewer resources_. s
- and, therefore, aré more often vulnerable to financial failure. There is addmonal nsk due to the
. “concentration of the Company’s mvestments within - s1m11ar lines of business, as economrc_f S
- fluctuations would tend to affect the investments in a similar manner. The Company sinvestments. -
. are generally 1111qu1d ‘non-marketable and long term in nature and there can be no’ assurance that R
s ‘the Company w111 be able to reahze the value of 1ts mvestments ina tlmely manner ' '

‘ {The Company accounts for its. 1nvestments using the gu1dance in F1nanc1al Accountmg_
~ Standards Board (FASB) Accountmg Standards Codification (ASC) Topic 820, Fair Value S
" Measuremeni and’ Disclosures, which defines - fair value; establishes a framework ‘for
~ measuring fair value, and requlres enhanced disclosures about: fair value measuremerts. Fair
. valueis the price that would be received upon sale of an asset or pa1d upon transfer ofa 11ab111ty'_ o
. in an orderly transaction between market participants at the measurement date. and in the' '
' pr1nc1pal or most advantageous market for that asset or 11ab111ty :

' _Company 1nvestments in equlty secuntles of pnvate compames (warrants/stock) are 1n1t1a11y", .

valued at inivestment cost, determined by the fair value of the securities received in exchange for -
services on the transactlon closmg date, ‘and related to the ﬁnancmg round in wh1ch the Company ]

; prov1ded adV1sory services.:

L Subsequently, _1nvestments are marked-to-market each year; e1ther us1ng data prov1ded by chents- -
" (such as recent private secunty transactions - or related), or us1ng other fair valug est1mates o
. 'Increases (or decreases) in value are recogmzed as 1nvestment ga1ns (or losses) inthe year 1t occurs

In determmmg fair value of 1nvestments for whmh observable market pnces in active markets do’ _
_ not exist (private. 1nvestments), the Company uses various valuation approaches based on inputs - S
‘received from the ‘underlying investment entity,. including but not limited to the following: 1) = - .
~evidence of value based on recent private transactions, 2) evidence such as internal valuatlons used
- for the entlty s stock-based- compensatlon 3) market approach (whereby fair value is derived by
~ reference to observable valuation measures for comparable companies such as multiplying akey ~-
* performance ‘metric of the investee company, such as EBITDA, or Revenue, by a relevant
~ valuation multiple observed in the range of comparable: compames or transactxons) or 4) other
- methods such'as use of the cost approach ‘when there is no obtainable knowledge of company -
financial performance and no recent transactions .or events have occurred that would-indicate a
" change in valuation for these early-stage enterpnses These valuation methodologres involve a:
- significant dégree of judgment and as such may differ matenally from values that would have been
: used had a ready market for the 1nvestments ex1sted :



i ‘NOTE 1 contmued

= Certam rnvestments have an assoc1ated referral fee obl1gat10n that in the event of redemptlon of
- the warrant, would be owed to a'third party. Because this referral fee is only payable under these
-~ limited circumstances; it is reflected as an 1mpound of the related warrants rather than a separate _

11ab111ty of the Company

© See Note 4: Investments for further d1scuss1on relatlng to ASC Toprc 820 and the Company s
: '1nvestments ' : :

o Equlpment
"Equlpment cons1sts of computer equlpment and is stated at cost net of accumulated deprec1at10n :
o ;Depre01at1on 18 prov1ded usmg the stra1ght -line method, based on an- est1mated useful life of three o
: "I.years L . . . :
N Income'-'Taxe‘s
- The Company isa 11m1ted l1ab111ty company that is treated asa partnersh1p for federal i 1ncome tax:. -
- purposes, and therefore pays no federal income taxes. The proﬁts and losses of the Company are . -

' N allocated to its members and 1ncluded on the members tax. retums

Tax 'years subsequent to 2014 are open for aud1t however' management bel’ieyes there are no

uncertam tax p051t1ons that should be recogmzed or d1sclosed in the ﬁnancral statements

L Concentratlon of Creth Rlsk

. '-'The Company may ma1nta1n bank accounts (certlﬁcates of depos1t) that are in excess of FDIC' e
.. insurance l1m1ts 2 L : S . , _

' Use of Estlmates .

. In preparmg the Company S ﬁnanclal statements in conforrmty w1th accountmg pr1nc1ples )
. generally accepted in'the United States of America, management is required to make estimatesand
- assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent o
. assets'and liabilities at the date of the financial statements, and the reported amounts of revenues

and expenses durmg the reportmg penod Actual results could drffer from those est1mates

Srgmﬁcant est1mates mclude t1m1ng of reco gn1t10n of retamer and success fees, valuat1on of equ1ty,' o
'securlt1es of its. chents and the allowance for doubtful accounts o :

NOTE2 LLC AGREEMENT o

- The Company was formed asa l1m1ted hab111ty company under the laws of the State of Washmgton :
s _and it has a perpetual term The l1ab1l1ty of 1ts members is l1m1ted to the extent allowed by law



- NOTE 2 - contmued

o The Company is authonzed to issue one or more classes of. unrts of hm1ted lrab1l1ty company(. L

. interest (Unlts) with spec1ﬁc rights, privileges, preferences and interests as des1gnated bytheBoard -~ - -
" at the time of issuance. The initial authorized units total 100, of which 100 have been issued.

, '_-D1str1but10ns from operations will be made quarterly to members first based on Client.Net Cash

" Flow; as defined in the operating agreement and then in proportion to their respectrve Units, ..
- Distributions will be ‘made annually in an amount equal to- the tax obligations arising from the

. Company's act1v1t1es In all cases, dlstnbutlons are subJect to ava1lable cash as determlned by of ‘
~ the Board ' :

. NOTE 3 NET CAPITAL REQUIREMENT

3 '_The Company is subject to the Securlt1es and Exchange Comm1ss1on Uniform- Net Capltal Rule” =
- (SEC Rule 15¢3-1), which prohibits the Company from ¢ engaging in any secunty transactions ata -~
. ‘time when its ratio of ¢ aggregate indebtedness” to “net capital”’ exceeds 15 to 1, or the m1n1mum'i
. “net capital” requlrement is not met, as those terms are defined by the rule. The ‘Company is
: 'approved to conduct 11m1ted secunt1es business under SEC Rule 15¢3-1 and therefore has a
" minimum net capital requrrement of the greater of $5,000 or six and two thirds. percent (62/3%).

of aggregate indebtedness. ~As of December 31, 2018 the Company had net capital ‘of. $82,018,

‘which ‘was $77,018 in excess of its. required ‘minimum net capital. The Company ] ratlo of _' A
. aggregate 1ndebtedness to net capltal was 0. 05 to 1 as of December 31, 2018 ’

» NOTE4 INVESTMENTS

- .The Company adopted ASC TOplC 820 wh1ch estabhshes a h1erarchy for 1nputs used in -
* measuring fair value, and which maximizes the use of observable inputs and minimizes theuse
-of unobservable 1nputs by requiring that the observable inputs . be used when avallable S
S Observable 1nputs are. inputs - that market’ part101pants -‘would use in- pncmg 1nvestments,
R developed based on market data obtalned from sources. 1ndependent of the Company

- -:Unobservable 1nputs are 1nputs that reﬂect the assumptlons market partrc1pants would use in ‘
. pricing the 1nvestments developed - based on the ‘best 1nformatlon available in .the
cncumstances The h1erarchy is. broken down into three levels as. follows t .

. Level I- Valuat1ons based on quoted prlces in actrve markets for identical =

_ .' ; mvestments that the. Company Has the ability to access.. ‘Since valuations are e
o based on quoted prices that are readily and regularly available in-an active -

: ‘market, valuatlon of these 1nvestments does not enta11 a s1gn1ﬁcant degree of -
- JUngnent : : : , S

e Level II-, Valuatlons based on quoted pnces in markets that are not- act1ve or for :

~ which all 31gnlﬁcant 1nputs are observable, d1rectly orindirectly. Thetypesof -
investments. included in this category are pubhcly traded securlt1es ‘with. L

_ restnct1ons on dlsposmon - Lo



o - Warrants to acquire preferred

NOTE 4 contmued

. Level I11- Valuat1ons based on. 1nputs that are unobservable and 51gmﬁcant to
~ the overall fair value measurement. The inputs to determlne fair value require
B s1gn1ﬁcant judgment or est1mat10n by the Company.. The'types of investments
~ *included in this category would be debt and equ1ty securrtres 1ssued by pnvate' :
T ent1t1es : : : ;

‘The followmg table presents the Company s fair Value hierarchy’ for 1nvestments (equ1ty 1nterests"
v;1n clients) measured at farr value ona recurrmg bas1s as of December 31 201 8 '

Non-publicly Traded - Levell Levelll'  Level Il .
- Investments (Prlvate) o R o

“stock; explratlon dates through
20280 , o o o Do .

- Preferred stock " : R S 174,942 -

. Less referral fees owed: upon E L _ g
_ exercise'and redemptron of . Lo (13,869)
|~ warrants R : R
* Total investments .~ . -~ e -~ $533273 .

C$372200

The changes in 1nvestments cla551ﬁed as Level III are as follows for the year ended December o
3 1 2018. - : :

" Balarice beg’inninglofyear. ‘ :' " _b ’ B A$’37-‘~3,0l9.)
_' :New 1nvestment (non-cash warrant revenue)f' SR 227,500 .
Net unreahzed gam/loss on 1nvestment S . : b. o i(7,246):

' “.iNet reahzed garnlloss on 1nvestment o e o ".,;(60,.600) e

_' --'Proceeds on sale of1nvestment (total) o - o _‘ ' | _' 0 .

.'Cashpa1dforwarrantexer01se - A

Total 1nvestments at falr value at DecemberI: BT N
31 2018 T L $533,273




NOTES RETIREMENT PLAN S

: .In 2008 the Company estabhshed a Slmphﬁed Employee Pens1on plan (SEP) whereby the S
+ Company may make contributions on behalf of'its employees and members. Amounts contributed, | -

"if any, are at the discretion of the members up to statutory 11m1ts Contrlbutlons ‘were made or- -
. accrued in respect of 201 8. ' : oo

R

- NOTE 6 COMMITMENTS CONTINGENCIES OR GUARANTEES .

T Management is not aware of any commltments contrngenc1es or guarantees that mlght result in a'; 2
loss or future ob11gat10n ' : . . :

. NOTE 7 SUBSEQUENT EVENTS

‘The Company has evaluated subsequent events through February 12 2019 the date wh1ch the" |

ﬁnan01a1 statements were avallable to ‘oe lssued

.10
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